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Agenda

‘I Infroduction and Background
2 Multi-Year Financial Management Plans
3 Multi-Family Rate Structure Analysis

4 Capital Contribution Charges



1 Introduction and Background



Introduction: Stantec

30+ Public-Sector Utility
Financial Management
Consultants
National Practice
« 300+ years of experience

« 1,500+ studies

* Industry leadership in
water resources

Innovators in interactive
modeling

BURTON & ASSOCIATES port o @ Stantec

@ MWH. =@ Stantec

v’ Rich historyin the globalwater ¥ In 2016, Stantec acquired MWH,
industry dating back to 1820 uniting approximately 22,000

v After several mergers and employees working in over 400
acquisitions over 150+ years, locations across six continents
Montgomery Watson and Harza ¥ Hawksley Consulting becomes
Engineering merged to form MWH the Financial Services Group of

Stantec, comprised of over 35

professional rate consultants

rm“ BuURTON & AsSOCIATES

v Inearly 2015, MWH rebranded its Management
Consulting practice as Hawksley Consulting

v Inlate 2015, Hawksley Censulting merged with
Burton & Associates, forming one of the nations
largest utility rate consulting practices

@ Stantec




Background
Comprehensive rate study completed in FY 2014

Water System

Sewer System

RTS Volume Overall

RTS Volume Overall

» Developed plan to Fiscal Year
address negative fund Faotng
balances in Water and 2016
Sewer Funds by FY 2021 ﬂ;

2019

» City adopted three year 2020
rate plan FY 2016, 2017 o
and 2018 2023

2024
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20,00% 6.000% 7.01%
20.00% 12.00% 12.66%
13.25% 12.25% 12.34%
13.25% 12.25% 12.34%
13.25% 12.25% 12.34%
13.25% 12.25% 12.35%
13.25% 12.25% 12.35%
5.00% 100% 1.42%
5.00% 100% 1.43%
5.00% 1.00% 1.45%

FY 2015 increases were developed and implemented by the City

Continued monitoring of financial performance of

vtilities

» City engaged Stantec in FY 2016 and FY 2017 to evaluate

ongoing performance of utilities

» Updates have identified key differences from original

forecast




Scope of the Rate Study

1. Develop Multi-Year Financial Management
Plans for Water and Sewer Fund

» Satisfy annual operating and capital cost requirements

> (EjnstL)JTre compliance with the terms of existing and any new
e

» Establish and maintain adequate operating reserves

2. Multi-Family Rate Structure Analysis
3. Evaluation of Capital Contribution Charges

@ Stantec



Key Differences Since Last Study

Wastewater costs at Blue Plains
» FY 2014 Estimate of Capital FY15—-FY 18: $12.6M, Actual $15.6M
» FY 2014 Estimate of O&M FY15 - FY 18: $12.4M, Actual $14.7M
» Total Additional Blue Plains costs of $5.3M

Adjustments in administrative charges

Declines in metered water volumes - Direct impact
on Water/Sewer Sales (16% decline since 2009)

Observed Annual Precipitation for the City of Rockville Per Fiscal Year vs. Annual Water Consumption

Gallo

Million
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2 Multi-Year Financial
Management Plans



Water Utility Financial Management Plan

ID MANAGEMENT SYSTEM (FAMS) SUMMARY

WATER FUND
FY2018  FY2019 FYZ020 FY2021  FY2022  FY2023

FY 2026  FY 2027

Cumulative Change

FY 2024  FY 2025

6% 49 6% 4

ombined Rate Pla 0.00% 69 0 % 0 % % % 8% % % ()
6.08% 6.09% 4.20% 4.21% 4.21% 4.22% 4.20% 4.20% 0.00% 29.81% 53.08%

Last Plan | 3.72% 6.22%

. 99 4 : 44 4 4 : PS FY19 > 99.0%
Last Plan 1.82 1.93 231 249 2.64 2.62 2.62 2.87 3.00 3.34 OMV FY19 » 95.0%
CIP $ Redistribution » $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 OMF FY19 > 90.0%
CIP Execution % » 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
Operating Reserve Mo » 6 6 6 6 6 6 6 6 6 6 6 Elasticity 0.0%
Average Bill (15,000 gals.) 111.57

105.50 121.54 126.66 137.55 143.33 Check $

Rev Vs. Exp —=Cash In = Cash Out Cash Out Excl. CIP

)
J

Operating Fund Last Plan e=mTarget

B CurrentPlan M Last Plan

Long-Term Borrowing

CIP Spending H Current Plan # Last Plan
10

18 19 20 21 22 23 24 25 26 27 28 18 19 20 21 22 23 24 25 26 27 28




Water System Financial Plan
Allocation of Rate Increases

Allocation of Rate Increase Drivers

= Operafing Cost
Increase

= R&R

= Negative Fund
Balance

- O

@ Stantec



Sewer Utility Financial Management Plan

ANAGEMENT SYSTEM (FAMS) SUMMARY
SEWER FUND

FY 2022 FY 2023 FY 2024  FY 2025
6.80% 6.81% 6.82% 8.85%

FY 2018 FY 2019 FY 2020 FY 2021

FY 2026 FY 2027 FY 2028 Cumulative Change
Combined Utility Rate Plan

8.85% 1.10% 1.11% 1.11% 1.11% 1.11% 44.75% 53.10%
Last Plan* 17.19% 17.19% 17.20% 1.46% 1.48% 65.99% 76.60%
PSFY19 > 99.0%
Last Plan 3.15 OMV FY19 > 100.0%
CIP $ Redistribution » $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 OMF FY19 » 95.0%
CIP Execution % » 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
Operating Reserye Mo b 6 6 6 6 6 6 6 6 6 6 6 MEF Structure Off
Average Bill (15 209.95 231.09 233.66 236.24 238.98 241.73 Elasticity 0.0%
97 254.33 258.18 262.11 266.13 270.23 274.43 278.87 Check $
Operating Fund /‘a{t Plan e==Target Rev Vs. Exp ——CashIn ——Cash Out Cash Out Excl. CIP
30 25
25 \_4 ( \
20 20 |
= 15 ¥ — I // \I
S 10 z &5 i —
s N E 10 J
K 8 L N |
4 0
CIP Spending ® CurrentPlan ™ Last Plan M CurrentPlan W Last Plan
10
8

™ 1
LR

18 19 20 21 22 23 24 25 26 27 28

18 19 20 21 22 23 24 25 26 27 21 22 23 24 25 26 27 28




Sewer System Financial Plan
Allocation of Rate Increases

Allocation of Rate Increase Drivers

= Blue Plains Capital

»a = Blue Plans O&M
Other Operating Cost
'/ = R&R

= Negative Fund Balance

@ Stantec



Proposed Annual Rate Increases

Fiscal Year Water System Sewer System

Ending RTS Volume Overall RTS Volume Overall
2019 6.75% 5.00% 5.16% 9.75% 6.50% 6.80%
2020 6.75% 5.00% 5.16% 9.75% 6.50% 6.81%
2021 6.75% 5.00% 5.17% 9.75% 6.50% 6.82%
2022 4.00%  1.50%  1.74%  9.75%  8.75%  8.85%
2023 4.00% 1.50% 1.75% 9.75% 8.75% 8.85%
2024 4.00%  1.50%  1.76%  2.00%  1.00%  1.10%
2025 4.00% 1.50% 1.77% 2.00% 1.00% 1.11%
2026 4.00% 1.50% 1.77% 2.00% 1.00% 1.11%
2027 4.00% 1.50% 1.78% 2.00% 1.00% 1.11%
2028 4.00% 1.50% 1.79% 2.00% 1.00% 1.11%

Q Stantec



Impact to Typical Quarterly Bill
(342" Meter @ 15,000 gallons)

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY2026 FY 2027 FY 2028

WL $168.74 $180.37 $192.80 $209.95 $228.54 $231.09 $233.66 $236.24 $238.98 $241.73

[WEId $98.55 $103.85 $109.38 $111.57 $113.79 $116.05 $118.35 $120.68 $123.20 $125.76

Total Bill (Qtr)| $267.29 | $284.22 | $302.18 | $321.52 | $342.33 | $347.14 | $352.01 | $356.92 | $362.18 | $367.49
$ Chg. Qtr.| $15.77 | $16.93 | $17.96 | $19.34 | $20.81 | $4.81 $4.87 $4.91 $5.26 $5.31
% Chg.| 6.3% 6.3% 6.3% 6.4% 6.5% 1.4% 1.4% 1.4% 1.5% 1.5%

National Industry Trend

US CPI - Water & Sewerage Maintenance Series

Annual Increase == = CPIl Cumulative % Increase

8.0% 100%
F 90%
[ 80%
b 70% &
I 60%
- 50%
- 0%
F 30%(3
- 20%
- 10%

T 0%

2015 2016 2017 0 Stantec

7.0% -
6.0% -

5.0% -

Increase

4.0% -

ve

3.0% |

Annual Increase

m

2.0% -
1.0% -

0-0% T T T T T T T T
2006 2007 2008 2009 2010 2011 2012 2013 2014




FY 2017 Water & Sewer Bill Comparison:
Residential Customer 5/8” meter

Combined Water & Sewer Bill Survey at 4,000 Gallons per Month

District of Columbia
Rockville, MD
Alexandria, VA
Frederick, MD
Bowie, MD

Falls Church, VA
Vienna, VA
Leesburg, VA
WSSC

Loudoun Water
Poolesville, MD
Fairfax, VA
Herndon, VA
Manassas, VA

$86.72
$65.46
$63.13
$62.83
$62.81
$62.39
$57.51
$55.76
$55.52
$49.77
$46.68
$43.00
$37.70
$35.19

Comparable Entities Shaded Purple
Local Entities Shaded Blue
Bills for communities in Maryland include $5.00 per month Bay Restoration Fund

Fee (i.e. “Flush Tax”) to fund improvements to wastewater treatment plants in
order to primarily reduce nitrogen and phosphorus pollution into the

Chesapeake Bay

0 Stantec



FY 2017 Water & Sewer Bill Comparison:
Residential Customer 3/4” meter

Combined Water & Sewer Bill Survey at 5,000 Gallons per Month

District of Columbia $101.73
Rockville, MD $83.84
Alexandria, VA $81.52
Falls Church, VA
Bowie, MD $74.77
WSSC $73.48
Frederick, MD $72.73
Vienna, VA $68.58
Leesburg, VA $67.10
Poolesville, MD $57.10
Loudoun Water $56.80
Fairfax, VA $52.86
Herndon, VA $45.65
Manassas, VA $40.30

Comparable Entities Shaded Purple

Local Entities Shaded Blue
Bills for communities in Maryland include $5.00 per month Bay Restoration Fund
Fee (i.e. "Flush Tax”) to fund improvements to wastewater freatment plants in

order to primarily reduce nitfrogen and phosphorus pollution into the
Chesapeake Bay Q Stantec




FY 2017 Water & Sewer Bill Comparison:
Residential Customer 1" meter

Combined Water & Sewer Bill Survey at 5,000 Gallons per Month

District of Columbia $104.51
Alexandria, VA $95.70
Rockville, MD $91.90
Frederick, MD
Vienna, VA $80.92
Falls Church, VA $75.55
Bowie, MD $74.77
WSSC $74.15
Leesburg, VA VL]
Poolesville, MD $57.10
Loudoun Water $56.80
Fairfax, VA $53.21
Herndon, VA $45.65
Manassas, VA $40.30

Comparable Entities Shaded Purple

Local Entities Shaded Blue
Bills for communities in Maryland include $5.00 per month Bay Restoration Fund
Fee (i.e. “Flush Tax”) to fund improvements to wastewater treatment plants in

order to primarily reduce nitrogen and phosphorus pollution into the
Chesapeake Bay 0 Stantec




3 Multi-Family Rate Structure
Analysis



Multi-Family Rate Structure

Current rate structure:

»  Multi-family buildings charged as a single customer

» Ready-to-serve charge and usage rate tiers based on size of master
meter

Alternative Rate Structures Considered:

Alternative A
»  Multi-family charged ready-to-serve charge on per unit basis
»  Water rate tiers scaled based on number of units

Alternative B

»  Multi-family charged ready-to-serve charge on per unit that is 50%
of base ready-to-serve charge

» Water usage rate tiers set at 50% based on number of units

@ Stantec



Revenues Under Current and
Proposed Rate Structures
" Water | Cuent | AlterativeA | Alternative |

Ready-to-Serve Charge Revenue $80,334 $413,813 $206,206
Usage Charge Revenue $1,558,682 $984,212 $1,017.323
Total $1,639,016 $1,398,025 $1,224,229
Increase / Reduction in Revenues (5240,991) (5414,787)
C " sewer | Current | Alternative A | Alternative

Ready-to-Serve Charge Revenue $88,225 $497,744 $248,872
Usage Charge Revenue $1,728,766 $1,728,766 $1,728,766
Total $1,816,991 $2,226,510 $1,977,638
Increase / Reduction in Revenues $409,519 $160,647

Each alternative would result in reduced revenue within the
Water Fund due to structure change

Very significant billimpacts depending on size of meter and
number of units (i.e. 100% to 500% increases)

More appropriate for the City to base customer class
specific rates on cost of service analysis (9 stantec



4 Capital Conftribution Charge
Analysis



Summary of Capital Charge Analysis

Background:

» One-time charge assessed fo new connections or upsized
meters to recover the unit cost of providing system
capacity

» Used to pay for expansion-related capital costs

Calculation method:

» Replacement cost less depreciation of existing assets and
capacity of current system

Fees per 1" Meter Water Sewer Total
Current $4,100 $7,600 $11,700
Calculated $3,800 $8,100 $11,900

S Change $(300) S500 $200

Results:

» Current capital contribution charges are set at appropriate
level given current cost of providing capacity
@ Stantec



FY 2018 Capital Charges

Combined Water & Sewer Capital Contribution Charges

Poolesville, MD

Frederick, MD $7,364.59

District of Columbia $3,944.00
Bowie, MD No Fee
Alexandria, VA No Fee

$9,450.48

Herndon, VA
Vienna, VA
wssc
Manassas, VA
Fairfax, VA
Falls Church, VA
Loudoun Water
Leesburg, VA
Rockville, MD
| $9,45048 |
| $7,364.50 |
| $3,944.00 |

@ Stantec



Summary of Recommendations

Adopt 3-year schedule of water and sewer rate
adjustments

» Plan will restore fund balances for Water Fund in 3 years and
Sewer Fund in 5 years

» Modify rate adjustment plan (up or down) to ensure
sustainability of funds and satisfaction of performance
goals/targets

Maintain current rate structure for multi-family
customers

» Consider conducting a full cost of service analysis in the future
to allow for evaluation of customer class specific rates

Maintain current capital contribution charges
» Examine level of charges every 3 to 5 years

@ Stantec



Questions and Discussion

@ Stantec



